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Responsibility Accounting,

the Powerful Control Device
Helene M. A. Ramanauskas, CPA
company property, for cost incurred, and for
results achieved in such a way that the per
formance of each member of the management
team”—even at the lowest levels—“may be
measured and evaluated apart from the over
all performance of the enterprise as a whole.”1
These performance control features can be
readily built into any conventional accounting
system by proper design of records and re
ports and by applying good internal control
procedures. The most essential requirement,
however, is a chart of accounts, which pro
vides for a breakdown of all pertinent data by
functions, departments and responsible indi
viduals.
The new reporting and control device in
volves no new concepts or accounting prin
ciples. New is only that it emphasizes the
responsibility of all key employees for efficient
performance at their respective levels.

Bygone are the good old days when all that
the businessman expected from the accountant
was the conscientious accumulation of financial
data, the periodic preparation of a few overall
statements therefrom, and the assurance that
the figures were correct. The entrepreneur in
those days frequently even did his own inter
preting.
Today’s business, with its complexities and
drastic changes, certainly is no longer suited
for such crude ways of reporting, analysis and
control. Even in organizations of moderate
size, management has ceased to be the respon
sibility of a few. Authority has been delegated,
and managerial responsibilities have been dis
tributed among various levels and individuals.
Business affairs today can only be effectively
controlled by controlling the people respon
sible for carrying out the operations at the
various levels. To assure itself that the opera
tions at all levels are contributing satisfactorily
toward the attainment of the company’s over
all objective, top management needs reports,
which not only tell what happened overall,
but which identify the results with the indi
vidual responsible for producing them.
Such sophisticated reporting and control
mechanism has been developed just recently
by the managerial segment of the accounting
profession and has aroused enthusiastic man
agement response across the country. This new
control mechanism, advocated as Responsi
bility Accounting (with Responsibility Report
ing as its end product), emphasizes the
accountability of each key individual in an
enterprise in terms of planned income and
expenses for which he is held responsible. By
classifying and reporting accounting data not
only according to their nature or function,
but also according to the individual responsi
ble for their incurrence, and by comparing
the results so obtained with a budget or
standard, this new system facilitates manage
ment control throughout the entire organiza
tion.

The Responsibility Network
Responsibility Accounting is based on the
premise that in essence all costs are control
lable and that the problem is only to establish
the point of their controllability.
For this purpose the company’s organiza
tional structure is broken down into a network
of individual responsibility centers, or as de
fined by the National Association of Account
ants, “into organizational units engaged in the
performance of a single function or a group of
closely related functions having a single head
accountable for the activities of the unit.”2
In other words each unit of this organizational
network, or more specifically the individual in
charge thereof, is responsible for performing
some function, which is the output, and for
using resources or input, as efficiently as pos
sible in performing this function.
Within each enterprise exists a whole hier
archy of such responsibility centers. At the top
there is the president or chief executive officer,
who is responsible to the owners for the over
all profitability of the enterprise. Beneath and
responsible to him are the various operating
and staff departments. They, as well as their
lower level subsections or divisions, are sepa
rate responsibility centers, as long as they are
headed by a single individual, who is respon

Responsibility Accounting

Responsibility Accounting is a system in
which “provisions are made to fix responsi
bility for actions taken or to be taken, for
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sible for their efficiency in performance, to a
higher level official.
In order to assure a smooth functioning re
sponsibility network, the individual company’s
organizational structure must be carefully
analyzed and the true income and expense
responsibilities throughout the company must
be determined. The delineation of responsi
bility centers in practice is frequently the
most difficult task in the whole system instal
lation.
To create an efficient responsibility network
structure, responsibilities and scopes of author
ity for every individual, from the top executive
down to the lowest level employees, must be
logical and clearly defined.
There may not exist any overlapping of
responsibilities at different hierarchial levels.
The person charged with responsibility should
be given sufficient authority for the work ex
pected from him. Responsibility should not be
shared by two or more individuals under any
circumstances, since division of responsibility
invariably invites misunderstandings and con
fusion, as well as duplication of efforts or
neglect in performance. It furthermore makes
it extremely difficult to determine who is at
fault if something goes wrong.
In addition to the necessity of careful as
signment of responsibility to only one indi
vidual, each position in the network structure
should report to only one manager. Supervisory
positions have to be established over each
logical grouping of activities at the various
management levels.
In short, in order to create a well functioning
responsibility network, there must exist a per
fect matching of responsibility and authority at
all levels.

fluence on the amount of cost incurred, such
elements are properly considered “controllable”
at his level and therefore chargeable to his
specific responsibility center.
Controllable costs are however by no means
identical with direct costs or costs charged
directly to a department or division, rather
than on a basis of allocation. There exist
numerous direct costs which are not control
lable at the cost center level (such as depre
ciation of equipment used in the department
or division) and which therefore should not
be made the responsibility of the center head.
Noncontrollable by the cost center supervisor
are further all allocated costs. Since such
charges vary in accordance with the formula
used, and are not affected by the supervisor’s
actions, they must be omitted from detail
budgets. They will be included in the budgets
of the responsibility level having control.
By assigning only controllable costs to each
cost center head, management when comparing
the plans with the actual performance, will
have a basis for judging the effectiveness of
subordinates, and for isolating the causes of
inefficiencies.
The budgetary process most effectively is
started at the lowest organization or network
level for which budgets are to be prepared,
and passed upward through the chain of com
mand in a pyramidic fashion. Each person in
charge of a cost center is responsible for pre
paring budget estimates for these items of
revenue and/or expenses over which he has
control. At the next higher authority level
these estimates are reviewed and co-ordinated,
and if necessary modified, until they are finally
combined into an overall operating budget at
the top-management level.
To permit all responsible supervisors—even
those at the lowest level—to participate in the
budget preparation, results generally in a
favorable attitude toward the plan by which
their segments of the business are to be con
trolled. They will feel recognized as members
of the planning team and will most likely
make every effort to live within the budget
limitations they have imposed upon themselves.
After approval of the overall budget by top
management, all detail budgets acquire auto
matically the status of agreed-upon plans, and
it becomes the responsibility of the various
managers to put their part of the plan into
action.
Their ability to execute the plans will be
used by their superiors to judge their perform
ance. This efficiency evaluation is accomplished
by periodic comparisons of the plans with
actual results.

Responsibility Budgeting
Once a sound responsibility network struc
ture is established, it becomes the static pattern
for planning and data accumulation. “Each
element of cost or revenue, both in the budget
and in the accumulation of actual results,
must be traced to the network segment wherein
its responsibility lies.”3
To proceed in chronological sequence, we
will first deal with the preparation of budgets
capable of controlling the cost of each indi
vidual network segment, and to rate the
various units and the individual in charge
thereof, on a cost or performance basis.
The characteristic of such control or respon
sibility budgets is that each responsibility cen
ter is assigned only those revenue and cost
items over which it has control. Although the
head of an individual network segment may
never have complete control over an element
of cost, as long as he has a significant in

(Continued to page 11)
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Gift and Estate Taxes
Esther Migdal, CPA

Emphasis on federal and state income tax
laws and requirements sometimes overshadows
the various gift and estate tax considerations.
This article is limited to a brief review of
federal gift and estate taxes.

of his death before attaining the age of
majority.
Every individual has, for federal gift tax
purposes, a $30,000 specific exemption. In
effect he can give away up to $30,000 in his
lifetime without paying gift taxes, in addition
to the $3,000 per donee per year as indicated
above. The $30,000 can be used in any
amount or at any time. Assume that, in 1963,
Mr. X gave his son $7,000 in cash. The first
$3,000 is the present year’s donee exclusion,
leaving $4,000 as a potential taxable amount.
However, if Mr. X had used only $15,000 of
his specific exclusion in prior years, the $4,000
in 1963 would not be taxable and Mr. X would
then have used $19,000 of his $30,000 specific
exclusion. Had he given $7,000 to his son and
$7,000 to his daughter, since he did not wish
to discriminate between his children, he would
have had two $3,000 donee exclusions and
$8,000 to apply against his specific exclusion
and no tax to pay in 1963. After the total
$30,000 has been applied, he can use only the
$3,000 annual donee exclusions.
If Mr. X makes a gift to his wife, he will
have the $3,000 donee exclusion plus a de
duction of one-half the value of the gift as a
marital deduction, in addition to the specific
exclusion. If Mr. X makes a gift to someone
other than his wife, he and Mrs. X may elect
to have the gift treated as having been made
by both. They will be allowed to split the
total gifts in half, with each spouse deducting
the $3,000 for each donee and each spouse
using his or her $30,000 specific exemption.
In effect a husband and wife can give away
$66,000 to one individual in the first year
without paying a gift tax.
Gift taxes are cumulative. In any one year
the donor pays the difference between the
total tax on gifts to date and the taxes paid
in prior years. The value of the gift for taxing
purposes is the fair market value at the date
of the gift regardless of the cost or basis to
the donor. However, it is important to re
member that when the donee disposes of the
gifted property, he takes as his basis the cost
or basis of the donor plus any gift tax paid, not
the fair market value at which the gift tax was
assessed. There are some exceptions to this as
where a loss is incurred on disposition and an
alternative basis is permitted. On death, where
an estate tax return is filed, gifts made within
a three-year period prior to death may be con
sidered to have been made in contemplation
of death. The value of these gifts will be in

Gift Taxes

One of the most bewildering facts to an
uninitiated taxpayer is that, in addition to
giving up the value of a gift, a tax has to be
paid for the giving. It appears unjust that, if
one makes a gift of money or property to a
relative or good friend, the United States
Treasury asks that, in addition, the donor pay
a tax because of his generosity. However, the
government replies that it is not the generosity
that is being taxed but the fact that, in re
linquishing control of property at this time, the
donor in effect is eliminating the property from
his estate and may be removing that portion
of his property from eventual taxation upon
death. Since the federal estate tax is a trans
fer tax, transfers made before death cannot
escape an assessment. And so there has been
an accumulation of federal taxation; first, a
tax on the income that created the property;
then, later, a tax on the property, whether
cash, personal or real property, insurance,
securities, or receivables, given away or trans
ferred upon death.
Liability for filing a gift tax return occurs
when in any one year a person gives more
than $3,000 to any one donee (whether an
individual or trust). To be considered a gift,
control must have been relinquished. The gift
can be of income from property or the prop
erty itself; but the donor must effectively
give up completely any right to that which he
states he is giving away. Any strings attached
to the gift or any rights retained may cancel
the effectiveness of the gift and the property
may later be considered to have been retained
by the donor and, therefore, includable in his
estate. If the donor has made a completed gift
of more than $3,000 to any one donee, in any
one year, the first $3,000 is excluded from
taxation, assuming that the interest received
by the donee is a present one. If the donor has
given up control but the donee cannot benefit
until a later date, this future interest does not
qualify for the $3,000 exclusion. In the case
of gifts to minors, the gift will be considered
a present interest if the property and income
can be used for the child’s needs and if the
property will pass to the donee’s estate in case
5

The joint real estate will go to the wife and
the balance of her one-half share of the net
estate of $975,000, whether cash or securities,
will go into the marital trust. All federal taxes
and state inheritance taxes will be charged
against the remainder, so that the residuary
trust is in truth to receive the residue of the
estate after all claims and debts have been
paid. Of course the Will could have provided
that both the marital and the residuary trusts
were to share and share alike after all payouts
had been made, so that both would have been
“residuary” trusts.
During the year after the death of the
husband and father, the estate has been in
administration, the unpaid salary has been
received, as have the dividends declared but
unpaid at death, as well as all the current
dividends and interest on the securities. It is
decided that some of the income and corpus
of the estate should be made available to the
widow and children before the administration
of the estate is completed. Since the estate
year started with the day of death, the first
year of the fiduciary (or income tax year of
the estate) can be a matter of planning. The
estate tax return is due fifteen months after
the date of the decedent’s death, and until
the return is audited it will not be definitely
established what the final estate tax liability
will be. Therefore, the estate will probably be
kept open and fiduciary income tax returns
will have to be filed. In this illustration the
first fiscal year of the estate was May 15 (the
date of death) to February 28 of the next
year. February 28 was chosen after considera
tion of the income being generated by the
estate assets, the distributions to be made, and
the income of the beneficiaries. February 28
having been established as a closing for the
first year, the second and all succeeding years
for the fiduciary income tax return will be
March 1 to February 28, until the year in
which the final distribution of the assets are
made, in which case there will probably be a
short year ending with the date of the final
distributions.
On February 5 of the first fiscal year, a
sizeable distribution is made to the two
trusts in proportion to their sharing in the
estate, with securities being valued as of the
date of distribution, the alternative value
having been elected. Calculations would be
made estimating the federal and state taxes
to be paid so that the total net distributions to
the trusts are determinable. As a result of
having made a distribution of, let us say,
$75,000 of securities to the trusts prior to the
end of this first fiscal year, the fiduciary in
come tax return will not have any taxable
income. This result would be achieved by

cludable in the estate, with a credit for the
gift taxes paid.
Estate Taxes
Any estate with a value of more than
$60,000 at date of death is subject to the
requirements for filing a federal estate tax
return. If a return is to be filed, the valuation
of the assets as of the date of death or the
alternative valuation as of one year from date
of death can be used, whichever is most
beneficial. If the alternative value is elected,
those estate assets which are disposed of or
distributed prior to the year-end are valued as
of the date they are separated from the estate.
Perhaps a hypothetical situation will illustrate
the estate tax return.
A man died on May 15, 1961, leaving a
widow and several children. At the time of
his death he owned property which included
cash in the bank, securities, jointly held real
estate, life insurance, salary earned but not
yet received, and a vested interest in a profitsharing plan. His Will specified that his wife
is to receive one-half the adjusted gross estate
as valued for federal estate tax purposes. In
this way, he has left to the discretion of the
executor the consideration of an alternative
valuation in planning the administration and
distributions of the estate. The wife’s one-half
is to be placed in a “marital trust” over which
she is to have control of income, corpus, and
final disposition. The balance of the estate
after payment of taxes is to be placed in a
residuary trust for the benefit of his children
with specific sharing provisions which do
not concern us at this time. It is determined
that the alternative valuation will be elected.
There will be estate assets of approximately
$1,000,000, and administrative expenses of
$20,000, funeral expenses and unpaid house
hold and real estate tax bills of $5,000,
leaving an adjusted estate of $975,000. The
estate assets include the jointly-held real estate
since it had been purchased with the hus
band’s fund. The profit-sharing interest is not
included because it was entirely derived from
his employer’s contributions under a qualified
profit-sharing plan, and the wife was the
named beneficiary. Included in the estate
tax return are dividends which had been de
clared but not paid prior to death. These
dividends and the unpaid salary, which are “in
come with respect to decedent,” are included
in this return and also in the income tax re
turn of the taxable entity when received,
which, in this illustration, will be the fiduciary
return of the estate. The prorated portion of
the estate tax paid, because of the inclusion
of these items in the estate, will be taken as a
credit on the income tax return when these
amounts are included as income.
6

making a distribution of assets in excess of the
income generated by the estate assets during
this period. Dividends and interest of $10,000
was income to the estate during this period
and the deduction of the $75,000 distribution
effectively eliminates any taxable income. Had
no distributions been made, the $10,000 less
any expenses paid during this period would
have been subject to tax at rates that are
equal to those on individual income tax re
turns. The estate fiduciary would also have a
personal exemption of $600. In the following
fiscal years, the fiduciary returns could not
take deductions for distributions unless distri
butions were made, and income taxes probably
would have to be paid by the fiduciary. In the
final fiscal period, no personal exemption is
allowable, and all the income is considered
distributed along with the assets, or the excess
of expenses over income is passed over to the
beneficiaries.
The trustee of the two trusts will also have
to file income tax returns. The trusts begin
with the date they were established which in
this case is February 5, the date the distri
butions were made. The trustee also has a
choice as to fiscal year. The distribution of
the $10,000 income from the estate is income
reportable by the trusts. On the first returns,
this $10,000, plus the income from the now
transferred securities, will constitute the taxable
income. The year in which the trusts have their
fiscal, or calendar year closings, will determine
the year in which the beneficiaries of the
trusts will report the income on their personal
income tax returns. If we are assuming that
the terms of the trusts require that income be
currently distributed, not accumulated, the
trusts will have a deduction to the extent of
taxable income, and therefore no tax to pay.
These would be “simple” trusts and personal
exemptions of $300 would be allowed. Simple

trusts are those in which income is currently
distributable, even though not actually dis
tributed. In the illustration, the $10,000 of
income earned by the estate for the year ended
February 28, 1962, was not taxable to the
widow and children until their personal in
come tax returns for 1963 were filed in 1964.
An executor of an estate can make certain
elections. Shall the medical expenses of the
decedent be included in the estate or taken
as a deduction on his final income tax return?
Should the administrative and professional fees
of the estate be taken as a deduction on the
estate return or on the fiduciary return, in
total or in part? The election to take admin
istrative expenses on the fiduciary return re
quires a statement as to the election prior to
the expiration of the statute of limitations and
includes a waiver of the right to deduct the
specific expenses on the federal estate return.
This waiver is final and irrevocable. Items
which were accrued or accruable at the date
of death, such as interest and taxes, are taken
as deductions both on the estate tax return and
the fiduciary income tax return. The federal
estate tax return receives a credit for state
inheritance taxes, limited in amount.
The basis to the donee of property gifted is
the donor’s basis; however, the basis of prop
erty transferred through an estate is generally
the value in the estate return.
The problems in the general area of gift,
estate and fiduciary returns are many and
complex, and emphasis is constantly shifting.
Proposals have been made to change the law
in order to capture a tax on the increment in
value of assets that become part of the estate.
The Internal Revenue Service is constantly
changing its position as to the treatment in
many areas. The next year may see many such
changes by Congress and the Internal Revenue
Service.

Annual Meeting
American Woman’s Society of

Certified Public Accountants
Notice is hereby given that the regular annual meeting of the American Woman’s So
ciety of Certified Public Accountants will be held on Saturday, October 3, 1964 at the
Americana, Bal Harbour, Florida, at 9:00 a.m.
Joyce E. Cowman
Secretary 1963-1964
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AWSCPA 1963-64 in Retrospect
basis of a new career booklet, which will be
a successor to “Which Way, Young Lady?’’.
This pamphlet has gone to the printers and
should be ready for distribution before the
annual meeting. We hope this publication, by
providing the public with facts about women
accountants, will be another best seller and
advance the cause of our two organizations.
Members of AWSCPA and ASWA have been
contacted for permission to include their names
on a Speakers’ Bureau list to be supplied to
Chapters of ASWA and other organizations.
There is still much to be done to make the
public aware of the capabilities of the woman
accountant and this should be an excellent
medium. We have had a request from one of
the government agencies for qualified women
speakers which could be provided from this
list.
Our members are continuing to receive
honor and recognition, not only for their
professional achievements, but also for contri
butions to charitable and civic organizations.
One of the most interesting experiences
which was afforded me as president of AWS
CPA was the privilege of attending a meeting
called by President Kennedy at the White
House to discuss our Nation’s civil rights prob
lem.
My greatest joy and satisfaction was the
response from officers, directors, committee
chairmen and members when asked to give of
their time and talents in furthering the prog
ress of our society. Any success that we may
have achieved this year is due entirely to their
efforts. It is impossible to give recognition to
the many who deserve it; but to one and all,
—thank you.
It would be remiss to close this year without
a word of appreciation to the officers and
directors of the American Society of Women
Accountants, the editorial staff of The Woman
CPA, and to the staff at National Headquarters
who have supported and assisted us in our
endeavors. They too have earned our gratitude.
Serving as your president has been a privi
lege for I have been the recipient of a very
rich and valuable experience. Thank you for
the gift of a wonderful year.

Grace S. Highfield, CPA
President, 1963-64
As the 1963-64 administrative year of
AWSCPA draws to a close, we pause to reflect
on the goals we set and the progress we have
made. We have had our share of optimism and
frustration—optimism when everything ad
vances according to schedule and frustration
when we don’t seem to accomplish the goals
we hoped to attain.
Complete committee reports will be pre
sented at our annual business meeting in
Miami, Florida, but I would like to review a
few of our more important contributions to
the progress of our society.
We are continuing to have a growth in
membership with 53 new members accepted
this year. Although not all of there are new
CPAs, they represent over 50% of the number
of women passing the CPA examination in this
administrative year.
Several projects have been completed
through the joint efforts of AWSCPA and
ASWA which should further the purposes of
both societies.
During the previous administration, AWS
CPA and ASWA compiled statistics for the
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AWSCPA President’s Message
At the beginning of each new year we look
backward as well as forward. We turn to the
history of past years for inspiration, guidance
and the pattern that has become, through the
foresight, wisdom and executive ability of
prior administrations, the pattern of AWSCPA
policy and procedure.
The glance backward is gratifying. Our
society has grown in numbers from the nine
women who courageously founded AWSCPA
in 1933 to a present membership of more than
625. It has grown in stature and prestige. That
it has grown through the expanding talents of
its members is self-evident. The high standards
and outstanding accomplishments of the past
could not have been effected through the
efforts of the officers and directors, alone. The
steady growth of AWSCPA through the years
could only have resulted through selfless team
work of dedicated members of this society who
have contributed their time, ability and ex
perience unstintingly.
The glance forward is encouraging. Longrange planning is possible through the evalu
ation of past accomplishments in the light of
current trends and the ever-changing aspects
of the economic and accounting world of
today. Long-range planning affords a conti
nuity of effort toward the consistent achieve
ment of the purpose of AWSCPA from year to
year, “to advance the professional interest of
women certified public accountants.”
Our glance backward is inspiring; our glance
forward is challenging, but our vital concern
is today. It has been said that we cannot live
in the future any more successfully than we
can live in the past, and that progress is de
pendent on the successful completion of many
unspectacular day-to-day tasks; that the es
sence of progress IS gradual betterment. To
this end we dedicate our 1964-65 year.
If, through our Public Relations, Education
and Award Programs, and through active co
operation with our affiliate, the American
Society of Women Accountants, in like en
deavors, we can encourage women to enter
the accounting profession, and encourage those
already in the profession to keep abreast of
current trends in accounting; if, through our
Research Program and our Publicity Program,
we can improve the knowledge within the ac
counting profession concerning the ability and
achievements of women certified public ac
countants; and if, through our publications,

Margaret E. Lauer, CPA
President 1964-65

THE WOMAN CPA and the AWSCPA
NEWS, and by membership example, we can
create awareness of the importance of active
work in National and State technical account
ing societies, and thus increase the number of
women who are active participants in pro
grams of such organizations; we believe that
we will conclude the 1964-65 year with the
feeling that we have made progress in achiev
ing the three primary objectives of AWSCPA.
You have chosen as my executive co-workers
able and capable officers and directors: Lucille
R. Preston, First Vice President; Joyce E. Cow
man, Second Vice President; Loretta A. Cul
ham, Secretary; Virginia B. Hollister, Treas
urer; Frances D. Britt, Marcella M. Meier,
Mary Ruddy and Louise A. Sallman, Directors;
and Grace S. Highfield, immediate Past Presi
dent, Director Ex-officio.
I could ask for no finer group with which to
work. They join me in pledging our best efforts
to the service of AWSCPA. We appreciate
your confidence in entrusting to us the admin
istration of AWSCPA affairs during 1964-65.
(Continued to page 11)
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TAX FORUM
DOROTHEA WATSON, CPA

Taxpayers over sixty-five received special
attention in the Revenue Act of 1964 in
several areas:
Minimum standard deduction
Retirement income credit
Sale of residence
Medical expenses
Minimum standard deduction. Effective for
taxable years beginning after December 31,
1963, an alternative to the use of the 10percent standard deduction has been intro
duced by the Revenue Act of 1964 through
providing a minimum standard deduction. This
minimum standard deduction is an amount
equal to the sum of $100 multiplied by the
number of exemptions allowed for the taxable
year plus $200 in the case of a joint return
of a husband or wife, or $200 in the case of
an individual who is not married, or $100 in
the case of a separate return by a married
individual. Roth the minimum standard de
duction and the 10-percent standard deduc
tion are limited to a maximum of $1,000
except in the case of a married individual
filing a separate return in which case the max
imum is $500.
The additional exemption allowed taxpay
ers sixty-five years of age or over qualifies
for $100 in computing the minimum standard
deduction as does the additional exemption
allowed for blindness.
Taxpayers have the same right to change
their election to use the minimum standard
deduction under the 1964 Act as was avail
able in the case of the 10-percent standard
deduction under the prior law.
The advantage of this choice is illustrated
by the following example.
Mr. and Mrs. Taxpayer, both over sixtyfive, have adjusted gross income of $3,000.
Their deductions if itemized amount to $250.

five years of age or over, file a joint return
and either spouse meets the earned income
test the other spouse will be considered to
have met the test and they may elect to com
pute their retirement income credit based on
their combined retirement income not to ex
ceed $2,286, less the amounts otherwise de
ductible from the retirement income.

Example: Husband and wife, H & W, are
both over 65. Only H has met the earned
income test for purposes of the retirement
income credit. They file a joint return for
1964. H has retirement income of $12,000
and earned income of $1,800. W has retire
ment income of $100 and received social
security benefits of $450.
Retirement income

$3,000
250

$3,000
300

$3,000
600

2,750

2,700

2,400

Exemptions
(4 x $600)

2,400

2,400

2,400

Taxable income

$ 350

$ 300

$12,000

Amounts deductible—
Earned income (50%
of earned income in
excess of $1,200 and
not in excess of $1,700)
Earned income (in ex
cess of $1,700
Social Security benefits

$100

$2,286

250

-

250

100
-

450

100
450

800
Retirement income
subject to credit

$1,486

If both taxpayers meet the earned income
test and each has retirement income, the
credits for each spouse, of course, will be com
puted separately and combined on the joint
return.
Sale of residence. The Revenue Act of 1964
adds an entirely new provision to the Code
(Sec. 121(a) ) which permits an individual
who is sixty-five or older to exclude from his
gross income any capital gains attributable to
the first $20,000 of the sales price of his
personal residence if the taxpayer has owned
and used the property as his principal residence
for at least five years during the eight years
preceding the sale. This is an elective pro
vision and applies to sales or exchanges after
December 31, 1963, in taxable years ending
after December 31, 1963.
The right to exclude from gross income the
capital gain realized upon disposition of a
principal residence is a once-in-a-lifetime pro
vision. The election cannot be made to apply
to a disposition if such an election by the tax
payer or his spouse is in effect with respect
to any other disposition. Because of this, the

10 Percent Minimum
Itemized Standard Standard
Deductions Deduction Deduction

Adjusted gross
income
Deductions

W Combined

H

$ -0-

Retirement income credit. The Revenue Act
of 1964 amends Code Sec. 37 to provide
that when taxpayers both of whom are sixty10

election may be made or revoked at any time
before the expiration of the period for mak
ing a claim for credit or refund of income
tax for the taxable year in which the sale or
exchange occurred. In the case of a taxpayer
who is married, the election or revocation can
be made only if his spouse joins in such elec
tion or revocation.
Where husband and wife hold property
jointly and one spouse satisfies the age, hold
ing and use requirements with respect to
such property, then both husband and wife
will be treated as satisfying these requirements
for the purpose of this provision.
An unmarried individual, whose spouse
is deceased on the date of the sale or ex
change of a principal residence, is treated as
satisfying the holding and use requirements
with respect to such property if these require
ments were met by the deceased spouse and
no election by the deceased spouse is in effect
with respect to a prior sale or exchange.
Medical expense. Before the Revenue Act
of 1964, Code Sec. 213 allowed a deduction
for expenses paid during the taxable year for
medical care of the taxpayer, his spouse and
his dependents which were not compensated
for by insurance or otherwise, limited to the
amount of such expenses in excess of 3 per
cent of the taxpayers’ adjusted gross income.
The medical expenses subject to this 3-percent limitation included amounts paid for
drugs and medicine in excess of 1 percent
of the taxpayers’ adjusted gross income. The
3-percent limitation did not apply if either
the taxpayer or his spouse had reached the
age of sixty-five before the close of the tax
able year or where the medical expenses were
expended for a dependent father or mother
who had attained the age of sixty-five before
the end of the taxable year.
The Revenue Act of 1964 removes the 1
percent limitation on expenditures for drugs
and medicines for taxable years beginning after
1963 if either the taxpayer or his wife has
reached sixty-five years of age before the
close of the taxable year or if the expenditures
are for a dependent father or mother who has
reached sixty-five years of age before the
close of the taxable year.

first and second vice president, treasurer, di
rector and chairman of Membership, Research,
Budget and Finance Committees.
Miss Lauer is a certified public accountant in
the State of Louisiana, and an individual prac
titioner in New Orleans, Louisiana.
She is a charter member of the New Orleans
Chapter of the American Society of Women
Accountants and has served the chapter as
officer, director and committee chairman. She
has also served the American Society of Wom
en Accountants on a National level as Cre
dentials Chairman of the Annual Meeting.
Other professional memberships include the
American Institute of Certified Public Ac
countants and the Society of Louisiana Certi
fied Public Accountants. She is also a member
of the New Orleans Business and Professional
Womens Club.
Responsibility Accounting
(Continued from page 4)

Data Accumulation
To permit such periodical comparisons
with the various budgetary plans, the ac
cumulation of actual income and expense
must necessarily follow the responsibility net
work pattern.
This necessitates a three-dimensional classi
fication of cost and revenues during the data
accumulation process. First they must be
classified by responsibility centers, and sec
ondly within each center by whether they are
controllable or noncontrollable. The required
third classification is the breakdown of each
group by cost types, or natural elements such
as salaries, supplies, materials, rents, etc.
Such three-dimensional data accumulation
would have been economically and technically
unfeasible under the manual and semi-auto
mated accumulation systems in use in the
past. But now with electronic data processing
equipment at the disposal, the accumulation
of any multitude of quantitative data in any
desirable fashion has become a possibility
within reach of even the moderate size enter
prise.
To facilitate such multi-dimensional data
processing and accumulation, “block numeric”
coding is usually used. The first two digits of
such coding system identify the cost center
or network segment. The third digit indicates
whether or not the revenue or expense item is
controllable or noncontrollable by the indi
vidual in charge. The following digits provide
for the detailed breakdown by functions.
Data accumulation in such fashion will for
the first time in the history of accounting pro-

AWSCPA President’s Message
(concluded)
We shall endeavor to serve you faithfully and
well and, relying on a continuation of the
conscientious and dedicated service of AWS
CPA members, we are looking forward to
adding another year of progress to the annals
of the American Woman’s Society of Certified
Public Accountants.
Margaret E. Lauer has served AWSCPA as

(Continued to page 12)
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COMMENTS AND IDEA EXCHANGE
JANE STRENCIWILK, CPA

TRY A POSTER CAMPAIGN!
Hitch your wagon to a star—the National
Office Star!
How often do you use the available publi
cations of the National Office of the American
Woman’s Society of Certified Public Account
ants?
Visual aid puts the punch in the message
that accountants carry to the public. The
printed publications are invaluable in stressing
the role of the accountant to the student.
Posters, prominently displayed in city high
schools, add dramatic impetus to our Merit
Award and Scholarship Program.
A 4 x 5 foot cardboard can start you on
your way to a visual world of Women Ac
countants. Use a commercial photo of the
student Award and Scholarship winners as a
focal point, and a “Girls—Only” banner line
followed by our organization name plus the
Award and Scholarship information. A map
of the United States showing Chapter loca
tions completes the material. The entire border
is composed of pamphlets such as “Consider
the Field of Accounting,” “Women’s Account
ing Societies,” “Which Way Young Lady?” and
so on down the list. The cover is shown on
some and others are opened to specific pages
of interest.
Why not try it?
Let this idea help your Chapter put their
stamp on your community.
Harriette Ann Hill
Indianapolis ASWA Chapter No. 1

appraisal of some of the completed tasks will
help to keep the upsets from becoming major
disasters.
Make yourself be a superb planner! Become
addicted to the whole business in the same
way as the second cup of morning coffee or
cashew nuts at a party. The idea is both a
demanding challenge and a wild, sweet prom
ise.
Who really wants additional time to do
more things? We all do for the supreme joy
of personal fulfillment. The budget of time
will trade clutter and burden for opportunities
unlimited. The elimination of confusion makes
time for relaxation, diversion and creative
pursuits.
Responsibility Accounting

(Continued from page 12)
vide management with information pertinent
to several dimensions of its operations.
Responsibility Reporting

The end products of any responsibility ac
counting system are the periodic responsibility
reports. They are the medium through which
budgets and the accumulated data are used
in the control process. Responsibility reports
are current performance reports, which furnish
information in regard to degrees of efficiencies
by areas of responsibility.
This new powerful control device, in con
trast to the conventional systems, reports not
only what happened by accounts, but also
what happened according to functional respon
sibilities of individuals.
Such reports are furnished not only to top
management, but also to all lower levels of
management. By measuring the variances be
tween actual and budgeted performances, they
disclose inefficiencies and pinpoint trouble
areas.
To be most efficient any responsibility re
porting system should be based on the so called
“Pyramid Reporting” or “Telescoping”4 prin
ciple. This means that each responsibility unit
receives its own control report, and that the
lowest level detail reports are issued first. Only
their totals, then, are carried to the next higher
reporting level, with the net result that the
higher the responsibility level, the more con
densed the reporting becomes.
As already stated the control reports at any
level include only those items which are con-

BUDGET YOUR TIME TO DO THINGS
What better way to get more hours each
day then to budget your time? Make a list
of projects crying for attention. This will give
you a good idea of what has been done, what
is yet to be done and will help to clear the
decks of nebulous burdens.
Anyone can be a planner—not always a
gifted, compulsive one but certainly a method
ical one! The plan is simple, so simple it is
often regarded as nothing much.
The plan is this: Make a list of things that
really should be taken care of. Include daily
demands and chores plus part of the back
log of projects which have been accumulating
for months. Then rearrange the list so that
projects fall into an intelligent work pattern.
Take care of as many chores as possible. It
will be impossible to stick to this exactly. Any
number of upsets will cause deviations. But
the existence of a schedule and the immediate

(Continued to page 13)
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TIPS FOR BUSY READERS
MARILYNN G. WINBORNE, CPA

taken once the causes are detected. In case of
variances with a favorable effect upon profits,
management will be interested to discover the
causes to promote continuation of the situa
tion.

Developing the Funds Statement As the Third
Major Financial Statement, Wendell P.
Trumbull, NAA Bulletin, Section 1, April,
1963.
Balance sheets and income statements, the
primary reports, should be supplemented by
funds statements. Retained earnings analysis,
the unusual third report, is necessary only
when there have been unusual events directly
affecting retained earnings. The funds state
ment is useful each period in that it offers a
direct link between the balance sheet and the
income statement and contains information
presented from a different and enlightening
viewpoint.
The funds statement can be a summary of
cash flows and working capital changes or an
explanation of all balance sheet changes. The
first two emphasize the short-run view, where
as the latter stresses the long-run implications
of asset and equity changes. This use of the
statement, as a summary of all accounting
transactions, complements the balance sheet
and the income statement and offers pertinent
information as to the disposition of income for
capital maintenance—information which is all
too often undisclosed.
An example of the expanded funds state
ment is given and compared with the more
familiar forms of analysis.
One serious objection to the article could
be raised on the discussion of the meaning of
depreciation charges. Other than this, the ar
ticle is interesting and offers a new device for
the communication of financial data.

Conclusion
As demonstrated, Responsibility Accounting
is more than just a new data accumulation
system; it is a powerful managerial control
device. By accumulating, reporting and ana
lyzing accounting data by areas of responsi
bility, it provides management with the neces
sary informational basis to control operations
and key individuals throughout the entire
organization. By linking responsibility and
accountability, it helps to discover and solve
many managerial problems, which had been
hidden below the surface before.
Its uniqueness is the fact that it enables
management for the first time to control the
business affairs, by controlling the people re
sponsible for carrying out the various tasks.
Through incorporating of the human element
into the accounting framework, Responsibility
Accounting qualifies as another milestone in
the revolutionary reorientation process of our
discipline.
1Wilber C. Haseman, MANAGEMENT USES
OF ACCOUNTING, page 175
2NAA Bulletin August 1953, “THE ANALYSIS
OF MANAGEMENT COST VARIANCES,” Re
search Series #2
3Gorgon Shillinglaw, COST ACCOUNTING,
ANALYSIS, AND CONTROL, page 38
4Phillip Creighton, “RESPONSIBILITY AC
COUNTING AND REPORTING” Cost and Man
agement, January 1964

Responsibility Accounting
(concluded)
trollable at the responsibility level to which
the report relates. Costs controllable only at
the top-management level, are shown in the
condensed over-all report. The same applies to
costs which under the orthodox reporting
methods would have been allocated between
the departments on the basis of an arbitrary
formula.
If actual operations in each responsibility
center follow the budgetary plans, presumably
there are no troubles, and operations can be
allowed to continue unchanged.
If the responsibility reports disclose significant favorable or nonfavorable variances, the
specific area of operations should be investi
gated to discover the underlying causes. In
case of variances with an adverse effect upon
profits, immediate remedial actions have to be

*
*
*
Corporations have no souls, so the legend
runs. Granted. But those selected to manage
their affairs must have to achieve success.
Sometimes, however, they enter upon a mad
scramble for material results, and lose them
in consequence. Although a concern thus
headed may seem to flourish for a brief spell
and yield material dividends, it is certain to
cease to do so, and must gradually decay. The
proper executive is unquestionably he who
adopts the Golden Rule as the keynote of his
life; who buries self, when acting in a repre
sentative capacity, for he is sure so to conduct
himself on all occasions as to reflect credit
upon himself, and the concern by which he is
engaged as well.
—F. W. Lafrentz
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In This Issue
and her manuscript was submitted by the
Chicago ASWA Chapter. Her review of fed
eral gift and estate taxes may be helpful to
our readers who are not actively engaged in
tax or estate planning work.
*
*
*

Dr. Helene M. A. Ramanauskas, MA, MB
and CPA of Chicago, Illinois, promised this
issue’s lead article when she submitted “Wid
ening Horizons” (The Woman CPA, February
1964). The response to “Widening Horizons”
was most gratifying, and Dr. Ramanauskas
received numerous invitations and offers for
articles to be used by other professional ac
counting publications. She feels, however, a
strong obligation to write for this magazine;
and the staff of The Woman CPA is most
grateful for her numerous contributions.
Esther Migdal, CPA, is employed by the
firm of Seidman & Seidman, Chicago, Illinois,

“The difference between work and play is
largely psychological. Think of the camper in
the woods . . . and the guide, who do the
same things together. One is on his vacation
and at play; the other is on the job and at
work. It is all a matter of attitude.”
Henry Brill
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IAS For Postgraduate Training
One or more college degrees fre

quently are noted among the listed
qualifications of IAS enrollees. During
the ten years 1951-60, 14,817 men and
women who had graduated from col
lege or university enrolled for IAS

training. During that same period more
than that number of others whose col

lege or university programs had been
interrupted prior to graduation also
enrolled.

Throughout the country many uni
versity instructors in accounting make
it a point to suggest IAS when they are
asked to recommend a good home
study school. We are grateful for their
fine co-operation.
IAS, of course, is not in competition
with colleges or universities. Operating
in the field of adult education, its func

tion is to provide complete technical
training in accounting and allied sub
jects, as well as refresher or advanced
courses to those with previous account
ing training. Also, in these complex
times many with excellent educational
backgrounds in the arts or sciences dis
cover a need for professional training
in accounting.

The IAS elective plan enables the
student to concentrate his study efforts
on those subjects that are a matter of
practical concern in his work. Through
home study, college graduates and oth
ers in need of refresher courses or addi
tional advanced training can add to
their technical backgrounds by making
constructive use of their spare time.
The school’s 24-page Catalogue A is
available free upon request. Address
your card or letter to the Secretary,
IAS.
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